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COMMERCE, DEPARTMENT OF
Franchise Opportunities Handbook, the 1984 edition, has been released by the U.S.
Department of Commerce and is available for sale by the U.S. Government Printing 
Office (GPO) . According to H.P. Goldfield, Assistant Secretary for Trade Devel­
opment, the 19th edition of this handbook is the largest yet published, listing 
franchise offerings of 1,265 franchising companies. It includes the way fran­
chising companies operate, their sizes, years in business, equity capital needed, 
financial assistance available, and training and managerial assistance provided. 
The handbook also provides information about government and non-government assis­
tance, and lists other sources of franchising information. It includes a check­
list for evaluating a franchise, and guidance for investing in one. Franchising 
remains a strong sector of the U.S. economy, according to the Commerce Dept.
Sales of goods and services by all franchising companies should approach $457 
billion by the end of 1984. Retail sales of all firms associated with the fran­
chise system should reach $401 billion, or 32 percent of the United States' total 
retail sales, during the same period. By the end of 1984, the number of estab­
lishments associated with the franchise business is expected to total 462,000 and 
to employ sane 5.2 million workers. The Franchise Opportunities Handbook is pub­
lished jointly by the International Trade Administration and the Minority Business 
Development Agency, both in the Commerce Department. Single copies may be pur­
chased for $13.50 prepaid from the Superintendent of Documents, U.S. Government 
Printing Office, Washington, D.C. 20402. The order number is SN 003-008-00194-7. 
For further information contact Andrew Kostecka at 202/377-0342.
FEDERAL DEPOSIT INSURANCE CORPORATION
"The FDIC has determined that it is not unlawful under the Glass-Steagall Act for an 
insured nonmember bank to establish or acquire a bona fide subsidiary that engages 
in securities activities nor for an insured nonmember bank to become affiliated 
with a company engaged in securities activities if authorized under state law." 
This is the conclusion reached by the Federal Deposit Insurance Corporation (FDIC) 
as a part of a final rule, listed under the heading "Unsafe and Unsound Banking 
Practices" (see the 11/28/84 Fed. Reg, pp. 46709-25). The FDIC stated that it had 
"found that some risk may be associated with those activities". In order to ad­
dress this risk, the FDIC is amending its regulations to (1) define bona fide sub­
sidiary, (2) require notice of intent to invest in a securities subsidiary, (3) 
limit the permissable securities activities of insured nonmember bank subsidiaries 
and (4) place certain other restrictions on loans, extensions of credit, and other 
transactions between insured nonmember banks and their subsidiaries or affiliates 
that engage in securities activities. The effective date of the FDIC final rule 
is 12/28/84. For further information contact Pamela LeCren at 202/389-4171.
OFFICE OF MANAGEMENT AND BUDGET
An extension of the comment period on the "rule of two" in Part 19 of the Federal Acqui 
sition Regulation (FAR) is the subject of an action by OMB (see the 11/28/84 Fed. 
Rsg. P . 46828). The "rule of two" is part of the standard of competitiveness re­
quired before an acquisition may be set aside for small business: "a reasonable 
expectation that offers will be obtained from at least two responsible small bus- 
iness concerns... and awards will be made at reasonable prices." The original 
deadline for the comment period was 11/30/84 (see the 10/22/84 Wash. Rpt.). The 
comment period has been extended by OMB until 12/31/84. For further information 
contact William Maraist at 202/395-3300.
2SECURITIES AND EXCHANGE COMMISSION
Rules and the authorization of an industry guide for disclosures concerning reserves
for unpaid claims were recently approved by the Commission at a 11/27/84 open
meeting. The guide seeks to improve disclosures concerning the underwriting and 
claims reserving experience of property-casualty insurance underwriters. The 
disclosures are intended to assist investors in understanding and evaluating com­
panies’ reserving practices and the effect on reported income of adjustments to 
reserves established in prior periods and in comparing those practices and adjust­
ments among entities. The rules and guide are applicable to filings containing 
financial statements for fiscal years ending after 12/15/84. For further infor­
mation contact Dorothy Walker at 202/272-2130.
TREASURY, DEPARTMENT OF
Temporary regulations relating to deductions, timing of deductions, and losses in cer­
tain transactions between related taxpayers were recently issued by the IRS (see 
the 11/30/84 Fed. Reg. pp. 46992-47001) . The temporary regulations provide guid­
ance to taxpayers subject to the provisions of section 267 of the Internal Revenue 
Code. Changes to the applicable tax law were made by the Tax Reform Act of 1984. 
Effective after 12/31/83, the temporary regulations are generally applicable to 
amounts otherwise allowable as deductions for taxable years beginning after 1983 
and to losses on transactions after 1983. The temporary regulations have also been 
issued in the form of proposed regulations on which comments are due by 1/29/85 
(see the 11/30/84 Fed. Reg, pp. 47048-49). For further information, contact Keith 
E. Stanley at 202/566-3458.
Instructions for Form 8264, Application for Registration of a Tax Shelter, have been
revised recently by the IRS. Filers should use the new instructions in preparing
Form 8264, which was issued in July and has not been revised. The new instructions, 
with a November 1984 revision date, are based on the temporary registration regula­
tions issued in August 1984 and amended in October 1984. The IRS also said that 
Publication 1249, Tax Shelter Registration, has been updated. The November revision 
of Publication 1249 contains the complete texts of the temporary regulations relat­
ing to tax shelter registration and the related temporary regulations about the 
requirement to maintain lists of investors in potentially abusive tax shelters. Be­
cause the revised instructions for Form 8264 reflect temporary regulations, the sup­
plemental instructions issued in August 1984 (as section 301.6111-2T of the Tempor­
ary Regulations) will be withdrawn. The revised instructions and the updated pub­
lication are now available at IRS offices.
"Tax Reform for Fairness, Simplicity and Economic Growth", the Treasury Department 
Report to the President, was released on 11/27/84 and, according to Treasury Sec­
retary Donald Regan, will result in the same amount of revenues as the current tax 
system but with lower rates imposed on a broader tax base. Referring to the Pres­
ident's request to make the tax system "simpler, fairer and more economically 
efficient", Secretary Regan stated: "The first mandate from the President was to 
simplify the tax system. What we have done by our changes is to offer more tax­
payers the opportunity to use the simpler forms. And even if form 1040 itself 
i s  u s e d ,  t a x p a y e r s  w i l l  f i n d  i t  s im p le r  an d  m ore c o m p re h e n s ib le  —  a b o u t  20% 
o f  the lines will be removed, the accompanying schedules will be greatly simpli­
fied, and 14 of them will be eliminated altogether. About 280 million hours are 
now spent by Americans in preparing their returns. Our plan will cut this by almost 
one third. Most premising of all in our simplified tax system is that we are de­
veloping the expertise in the IRS, by using modem computers, so that in a few 
years approximately two out of three American taxpayers will be able to have their 
returns automatically prepared for them by the IRS. They will not have to spend 
their own time, or energy, or pay others to prepare their tax returns."
3Other mandates, according to Regan, were to develop a tax system that was fair­
er and more economically efficient. The Treasury proposal would "eliminate many 
of the deductions, special credits and loopholes that relatively few taxpayers 
have used so that all Americans can benefit from substantially lower rates”. Touch 
ing on "a few points of great interest" Secretary Regan said: "The home mortgage 
interest deduction is retained for principal residences. And all other personal 
interest deductions are retained but limited to $5,000 in excess of investment in­
come. We retain the deduction for medical expenses, casualty losses, social secur­
ity exclusions, earned income credit and corporate pensions. We have retained the 
charitable contribution deduction when contributions are in excess of 2% of Adjust­
ed Gross Income. We have folded the extra exemption for the elderly and the blind, 
as well as workers compensation, into a new credit for the elderly, blind and dis­
abled. Under our plan we project that they will be better off than under the cur­
rent law. We have retained the Individual Retirement Account and increased it to 
$2,500 per worker including homemaker spouses. This will allow a married couple 
to put aside $5,000 per year in an IRA. At today’s interest rates a couple taking 
maximum advantage of the new rules will, in 15 years, have an additional $100,000 
accumulated for things like college tuition, retirement, etc."
In a related matter, President Reagan released a statement on the tax proposals 
which concluded with the following comments: "Over the next few weeks, I intend 
personally to review the Treasury recommendations carefully —  along with public 
and Congressional reactions to them. I will present my tax simplification and re­
form plan to Congress early next year, when I hope we can move ahead in a bipart­
isan manner to benefit all Americans."
For additional information, please contact Stephanie McCarthy, Gina Rosasco or Nick 
Nichols at 202/872-8190.
AICPA Washington Report
American Institute of Certified Public Accountants
1620 Eye Street,, N.W., Washington, D.C. 20006
FIRST CLASS MAIL
